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Inflation peaks at 40-year highs

United States (y/y % chng)
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Passing the inflation baton

United States - Consumer price index (y/y % chng)
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Supply chains unsnarling
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Bottlenecks ebbing

United States - ISM indices
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Producer price pressures subsiding

United States - Producer prices (y/y % chng)
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Global growth slows

2022 forecast (% chng)
Real GDP

India

U.K.
Canada
Australia
Euro Area
China
Mexico
Brazil

u.s.
South Korea
Japan
Russia

2023
forecast
(avg.) 21 22 | 23 | 24 6.8 (-1.7) 6.0
World 6.0 3.1 23| 3.0 4.0 (0.0) -15
iy 3.5 (-0.5) 0.0
Down from 35 (0.6) .
4.5 at start ' ' '
of year 3.3 (-0.7) 0.1
3.0 (-2.5) 4.5
2.7 (-13) 1.0
25 (0.5) 15
2.0 (-1.5) 0.0
2.0 (-2.0) 15
1.1 (-1.4) 1.0
-3.0 (-5.9) () = Change since start 0of 2022 -2.5

Weighing: war, inflation, rate hikes, China lockdowns

BMO 9 Capital Markets*

We're here to help>

Sources: BMO Economics - Haver Analytics
© COPYRIGHT 2023 BMO CAPITAL MARKETS CORP - https://economics.bmo.com



G10 policy rate moves 2022

(year-to-date chng : ppts : as of January 6, 2023)
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“The dollar is our currency, but it’s your problem” (Former Treasury Secretary John Connally [1971])

United States - Trade-weighted dollar index (january 2006 = 100)
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Labor market mirrors economy: Strong demand > Constrained supply

United States (net chng from February 2020 : mins)
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Hard work hiring and keeping workers

United States
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Strong wage gains

United States (y/y % chng)
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Pent-up demand for services

United States (February 2020 = 100)

Real consumer spending

124

116

108

100

Goods

92

84

Services

19

20 21 22

Some goods outlays restrained by supply shortages, shift to services

2015-19
trends

BMO 9 Capital Markets*

We're here to help»

Sources: BMO Economics + Haver Analytics
© COPYRIGHT 2023 BMO CAPITAL MARKETS CORP - https://economics.bmo.com

12



Economy’s saving grace

United States (percent)
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Lots of liquidity

United States (uss trlns)
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Policy rates headed higher... “We still have some ways to go” [Chair Powell, December 14]

United States (% : as of January 6, 2023)
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Markets sagged as Fed tightened

United States (December 31, 2019 = 100 : as of January 6, 2023)
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Confidence slipped

United States
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The “official” recession barometer

United States (December 2021 = 100)
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From record lows to highest in a score of years

United States (percent)
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Housing market rolling over quickly

United States - Existing homes
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Prior hot home prices cooling... tenant rents too

United States (y/y % chng)

House price indices

30 Record highs
- 26.1%
o 20.8%
20 . o
NAR median M 19.3%
single-family \
10

0 — | : :
FHFA S&P Corelogic
Case-Shiller
-10
_20 L | | | | | |
90 95 00 05 10 15 20

CPI rents react with a lag, boosting measured inflation

Sources: BMO Economics + Haver Analytics

BMO 9 Capital Markets: © COPYRIGHT 2023 BMO CAPITAL MARKETS CORP - https://economics.bmo.com 21

We're here to help»



Tech/automation set capex pace

United States - Real business fixed investment (y/y % chng)
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Little scope for fiscal policy support

United States (fiscal years, figures reflect legislation signed before April 8, 2022)
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A shallow downturn

United States (% chng)
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Labor market to slacken

United States (percent)
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Above-target inflation past 2023-end, but on path to 2% range

United States (y/y % chng)
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Additional Matters (continued)
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